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“Uniting for Peace” 


A history-making resolution was passed by the U.N. 
General Assembly on November 4. Appropriately called 
“Uniting for Peace,” the resolution paves the way for 
action by the General Assembly to check aggression. 

The nearly unanimous vote (52-5) and the speed with 
which the resolution won approval reflected the mood 
of this fifth Assembly session. The fighting in Korea 
has made U.N. members more united today than ever. 
They seem determined to use their combined strength 
through the United Nations to keep the peace. The 
only opposing votes were cast by the Soviet Union, the 
Ukraine, White Russia, Poland and Czechoslovakia. 
India and Argentina abstained because they questioned 
the legality of some parts of the resolution. 


What Resolution Provides 


New machinery is set up to help the General Assembly 
act in case of aggression, if the Security Council is unable 
to. It is clear that members will not allow the U.N. to 
be helpless in the face of a veto in the Security Council. 
(See Trenvs 10/2/50 and the Brirr, The U.N. and Ag- 
gression.) "The Assembly will now be able to meet in 
emergency session on 24-hour notice. It will be aided 
by two new bodies—a Peace Observation Commission, 
to investigate trouble spots; and a Collective Measures 
Committee, to explore various ways in which the U.N. 
can act against aggression. Most important, U.N. mem- 
bers are asked to set up within their armed forces special 
units to be ready for action on call of either the Assembly 
or the Security Council. 

The resolution is little changed from the proposals 
originally made by U. S. Secretary of State Acheson 
at the opening of the Assembly session. The main dif- 
ferences are: 


(1) The Peace Observation Commission includes the 
major powers, while the U. S. originally suggested that 
it be made up of smaller nations only. In addition to 
the “big five” (the U. S., the U.S. S. R., Britain, France 
and China) members are Sweden, Czechoslovakia, 
Colombia, Uruguay, Iraq, Israel, India, Pakistan and 
New Zealand. 

(2) Member nations are asked to inform the Collective 
Measures Committee of steps they take to set aside U.N. 
units in their armed forces. In the original proposal, no 
mention was made of how U.N. members should re- 
port. Obviously the Collective Measures Committee, 
in cooperation with the panel of military advisers ap- 
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The Excess Profits Tax 


When the Revenue Act of 1950 was passed in Sep- 
tember, Congress voted to consider an excess profits tax 
after the elections. Hearings on this tax start in the 
House Ways and Means Committee on November 15; 
this Committee and the Senate Finance Committee are 
under instructions to have an excess profits tax bill 
ready when Congress reconvenes on November 27. 

The excess profits tax is presumably a special tax on 
those profits that are in excess of “fair” profits. Such a 
tax seems particularly proper to a war or defense situa- 
tion when rising prices result in “windfall” gains to 
some, while others are making unusual sacrifices, and 
when competitive checks to extraordinary profits are 
largely in abeyance. The difficulty, however, is first, to 
determine what “fair” profits are, and secondly, to pre- 
vent the tax from having detrimental effects on the 
economy. 

The World War II tax set 1937-39 as a base period, 
and profits in excess of those during the base period were 
classified as excess profits and taxable at a rate of 95°/. 
It seemed that the profits were, indeed, taken out of 
war. However, it was found that the tax operated 
quite unequally in different cases and was extremely 


difficult to apply fairly. 


New and Developing Industries Discouraged 


In the first place, it was found that the tax tended to 
discourage the growth of new and developing industries. 
A new industry might be heavily taxed on the theory 
that its increased profits were due to the war, while one 
in a declining stage escaped even though the war had 
given it a lift. At a time when industrial expansion 
was needed, an industry that just had managed to get 
on its feet was naturally hesitant to expand when 95° 
of its profits were automatically earmarked for taxes. 

Furthermore, the tax penalized industries with widely 
fluctuating earnings. The concern which earned 8°/ 
regularly might have no tax to pay, while one with 
earnings that varied from nothing to 16°4 might be 
taxed heavily. The averaging of profits over a longer 
period than a year helped to overcome this inequality, 
but the proper period was difficult to choose. 


Incentive to Spending 


More important even than the difficulty of achieving 
fair treatment of the application of an excess profits 
tax is its inflationary effect. Businesses naturally in- 
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European Defense 


(Continued from the last issue of TRENDS) 


The “integrated defense force” of the North Atlantic 
countries, approved in principle, is still many hard steps 
from creation. Failure of the Defense Ministers to agree 
at their meeting last month means further delay and 
more negotiations. The main stumbling block is the 
question of German rearmament. 

The United States has promised “substantial increases” 
in U. S. troops stationed in Europe. The U. S. is also 
said to be ready to supply the Supreme Commander for 
the integrated North Atlantic force. Neither step will 
probably be taken, however, until this force is agreed 
upon. 

The French continue to oppose German rearmament 
except within the framework of a united Europe. Thus 
defense is closely related to political and economic inte- 
gration. Here progress is being made, but slowly. The 
Schuman plan has bogged down in questions about 
how it should be carried out. The Council of Europe 
has not yet become a strong force for unity. While its 
Consultative Assembly votes for speedy action, its Com- 
mittee of Ministers, responsible to their governments, 
applies the brakes. 


“UNITING FOR PEACE” (Continued) 


pointed by the Secretary-General, will play a key role in 
carrying out the resolution. The 14 members of this 
Committee are: the U. S., Mexico, Venezuela, Brazil, 
Belgium, France, Yugoslavia, Britain, Canada, Australia, 
Egypt, Turkey, Burma, and the Philippines. 

(3) A section 1s added emphasizing the importance 
to peace of human rights and economic and social 
progress. ‘This section was suggested by Chile and 
strongly supported by the Latin American countries. 

(4) The continuing need for the major powers to 
work out their differences is emphasized in two com- 
panion resolutions, passed at the same time. These call 
for a continuation of “big five” talks and renewed efforts 
to provide the Security Council with armed forces. 


Significance of Resolution 


Some enthusiasts are already overselling the “uniting 
for peace” resolution. Contrary to their claims, the 
veto has not been completely abolished. While no one 
nation can prevent the Assembly from making recom- 
mendations, each nation still has the right to decide 
whether to comply. Nor are the U.N. units in the armed 
forces of member nations a true U.N. police force. They 
are not to be trained together into a single integrated 
force under one commander. Instead, they are national 
units which may act together in case of aggression, as 
was done in Korea. The plan, however, may help pave 
the way toward a permanent U.N. force later on. 

The resolution is not a magic answer to the problem 
of meeting aggression. It will enable U.N. members to 
act together more effectively, if they are willing and 
able to do so. The real test will be the extent to which 
member nations carry out the resolution and back it up 
with their strength. 

This realism, however, should not detract from the 
significance of the resolution. “Uniting for Peace” has 
been justly hailed as the greatest step in the develop- 
ment of the United Nations since San Francisco. 


D. C. Home Rule in Trouble 


Home rule for D. C. is meeting heavy weather. By 
September 1950, the Kennedy Discharge Petition to 
bring the home rule bill (S. 1527*) to the House floor 
had received 211 of the required 218 signatures. With 
only 7 to go, D. C. home rule seemed to be just around 
the corner. 

Then the opposition shifted into high gear. Eleven 
representatives withdrew their signatures. At last count, 
the petition was short 22 names. Unless 22 Congress- 
men sign up in the November interim session, or unless 
the bill can be discharged in some other way, the struggle 
for self-government for the District will have to begin 
all over again in the 82nd Congress. 

Chairman McMillan of the House D. C. Committee 
announced recently that the 29 District bills passed this 
year took only 3 hours to become law—6 minutes, 12% 
seconds a law! Another Congressman, however, esti- 
mated that committee discussions, appropriations action 
and informal conferences on D. C. affairs took a total 
of 3000 hours. 

These are days that demand the clearest thinking and 
wisest judgments that Congress can produce. Yet on 
the day of the first U.N. counter-attack against the North 
Koreans, the House took up a bill to “regulate the 
running at large of goats in the District of Columbia.” 

The 6-minute-a-law schedule is a black mark against 
efficient and democratic government. The 3000 hours 
figure is a waste of the time so desperately needed by 
Congress for pressing national and international prob- 
lems. 


THE EXCESS PROFITS TAX (Continued) 


crease their expenditures on advertising and other “costs” 
in order to avoid the high rate of taxation. This means 
waste of manpower and materials at a time when it is 
one of the Government’s primary concerns to curb un- 
necessary expenditures and improve efficiency. 

In spite of the criticisms of the excess profits tax in its 
old forms, there is little doubt that a higher tax rate on 
corporation profits will be imposed under the forth- 
coming tax measures. 

An alternate proposal to the excess profits tax dis- 
penses with the base period principle entirely, and 
simply increases the tax rate on all earnings of corpora- 
tions. Another determines the excess profits tax as a 
definite percentage of the general tax levied on corpora- 
tion profits. These and other proposals aim to increase 
the tax revenue from corporations without reducing 
production incentives or unduly encouraging wasteful 
corporate expenditures. 

In considering the pros and cons of the excess profits 
tax, it is clear that the popular demand for such a tax 
is based on the general principle of equality of sacrifice 
at a time of strain. To devise a fair excess profits tax 
is only part of a larger problem. How can the “sacri- 
fices demanded of us all” mean the same to the soldier 
on the Korean front and to a person engaged in a 
rapidly growing war industry? How can it mean the 
same to a teacher whose real income is cut severely by 
wartime inflation and a person whose professional abili- 
ties are unusually rewarded due to special wartime de- 
mands? Is it possible to take “profits out of war” all 
along the line? 


